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RE: Docket No. E-01933A-09-0476 ...

Tucson Electric Power's Company's ("TEP") Finance Application

Dear Commissioners:

During the discussion of TEP's Finance Application, which was approved at the open meeting
held on June 29, 2010, the Arizona Corporation Commission ("Commission") requested that
TEP provide additional information regarding projected capital expenditures at generating
facilities. Specifically, a request was made for a breakdown of the $674 million of projected
capital expenditures listed on page 9 of the Recommended Opinion and Order. This letter
provides the requested supplemental information.

The $674 million of projected capital spending over the period 2010-2014 is based on estimates
reported in the Company's most recent annual report on Form 10-K Hled with the Securities and
Exchange Commission. The major categories of capital spending included in this estimate are as
follows:

(s millions)

$149
109
50
14
52

300
$674

Replacements and upgrades at the Springerville Generating Station
Replacements and upgrades at the Four Comers, Navajo and San Juan Stations
Replacements and upgrades at the Sundt Station and other Tucson generation
Replacements and upgrades at the Luna Generating Station
Purchase of Sundt Unit 4 at end of lease term (existing dual-fuel unit)
Construction of new gas-fired generating facilities in Tucson
Total

As was discussed at the open meeting, TEP has decided to delay the construction of new gas~
fired generating facilities in Tucson as a result of reduced sales growth expectations and the



expansion of energy efficiency and demand-side management programs in TEP's retail service
area. Therefore, it is currently expected that less spending will occur on this project than
indicated in the table above over the 2010-2014 time period.

In addition to the capital expenditures described above, TEP, in its annual report on Font 10-K,
projected environmental capital expenditures of $92 million over the period 2010-2014. The
major categories of capital spending included in this estimate are as follows:

($ millions)

$24
59
3
6

$92

Environmental upgrades at the Springerville Generating Station
Environmental upgrades at the Four Comers, Navajo and San Juan Stations
Environmental upgrades at the Sundt Station and other Tucson generation
Other environmental capital spending
Total

As requested, it is estimated that $69 million is attributable to federal environmental regulations
and $23 million is attributable to state and local environmental regulations. It is important to
note that these estimates may change due to future environmental reviews and potential changes
in environmental regulations.

Should you have any questions regarding this information, please feel free to contact me at your
convenience.

Sincerely,

% " / `

Cc: Jane L. Rodder, Administrative Law Judge
Steve Olga, Director of the Commission's Utilities Division
Philip Dion, Vice President of Public Policy for TEP


